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GENERAL BUSINESS CONDITIONS 



I. THE INDEX 

THE present number of the Monthly Supplement 
continues the presentation of the index of busi- 
ness conditions and analysis of its elements, which was 
begun in the July issue. 

In August there was a recession in speculative activity 
as indicated by curve A of the Index Chart. This re- 
cession appears to be a temporary halt in an upward 
swing rather than a reversal in the direction of move- 



activity continued at its high July level in the face of 
the government campaign against high prices, numerous 
strikes, and the lowering of crop estimates. The index 
presages further speculative and business expansion. The 
disquieting elements in the situation are the labor un- 
rest and the possibility of a European collapse. The 
labor situation, however, need not cause serious alarm 
and a European collapse grows more improbable as 
time goes on.. Strikes will result in temporarily lowered 
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Chart I. — Comparison of the Averages Based on Groups A, B, and C. 

(A) Average of the following series of Group A: 

(i) New York Clearings, (8) Shares Traded, (18) Price of Industrials. 

(B) Average of the following series of Group B: 
(3) Outside Clearings, (4) Bradstreet's Prices. 

(C) Average of the following series of Group C: 

(13) Rate on 4-6 Months Paper, (14) Rate on 60-90 Day Paper. 



ment. An easier money market (curve C) and a strong 
general banking situation favor continued speculative 
activity. Likewise, the increasing activity of basic in- 
dustries — such as building, iron and steel, textiles, 
lumber, and house furnishings — will, for a time, en- 
courage further speculation. Although there was a 
recession in commodity prices during August yet that 
recession was not great. Recent evidence indicates that 
any considerable break in commodity prices is not to be 
expected. In fact, the present high prices are apt to go 
higher rather than lower. In spite of the recession of 
commodity prices, outside bank clearings for August 
(curve B) showed an appreciable increase. 1 Business 

1 The clearings for August not corrected for seasonal variation 
show a decrease compared with July. 



physical production but it is not probable that they will 
cause a depression of business in the near future. 

The general course of business since November 191 8 
is roughly pictured in the Index Chart. Speculative 
activity, reflected by curve A, began in March, after 
four months of stability, and moved upward until July 
and receded in August. The revival of industrial activ- 
ity was not marked until May but it has continued to 
the present time. Rates on commercial paper gradually 
stiffened between December and June; since June the 
money market has become decidedly easier. 

All of the most significant series reflecting speculative 
and industrial activity established new high records (or 
figures approaching former records) in July or August 
— notably New York and outside clearings,- industrial 
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security prices, stock exchange trading, commodity 
prices, and the value of building permits. The excep- 
tions are the average price of railroad stocks which con- 
tinues low: the yield of ten railroad bonds, which being 
high reflects the exceedingly low prices of the bonds; 
and finally, pig-iron production, and unfilled orders of 
the United States Steel Corporation, which are now 
rapidly coming into line with other indices of business 
activity. 

It is illuminating at the present time to take stock of 
the progress made toward readjustment of business 
from a war to a peace basis. A review of business con- 
ditions since the signing of the armistice will be found 
on pp. 9-12 of this Supplement. 

As we have stated in previous Supplements, the 
foreign financial and industrial situation has an im- 
portant bearing upon the business conditions of the 
United States. It is important to note that the increase 
in commodity prices during the past four months has 
not been limited to the United States. There have been 
increases in Canada, England, France, Italy, and other 
countries. For instance, the London Economist com- 
modity price index for England stood at the record 
figure of 6503 on August 30 compared with 6400 on July 
31 and 6188 on June 30. Concurrently with the in- 
crease of commodity prices in England there has been 
an increase of government currency notes. Likewise, 
in France there has been a continued increase of the 
notes of the Bank of France. On account of the special 
importance to the United States of the financial policies 
of England and France we have made an analysis of the 
condition of the central banks of the three countries. 
This analysis will be found on pp. 13-25 of this Sup- 
plement. 

Our examination of current statistics leads us to 
conclude that the recession in speculative activity and 
prices during the latter part of July and early August 
was temporary. Likewise, the recession in commodity 
prices during the latter part of August, as shown by 
Bradstreefs index of September 1, appears also to be 
temporary. A continuation of speculative and business 
activity and of high, although not necessarily higher, 
commodity prices is indicated by our analysis of current 
data and economic conditions. 



II. THE THREE GROUPS OF SERIES 

Group A 

Chart II shows the monthly fluctuations, since 
November 191 8, of the following series of business 
statistics, corrected for seasonal variation and secular 
trend: 

New York bank clearings. 

Price of twenty industrial stocks. 

Shares traded on the New York Stock Exchange. 

The value of building permits in twenty leading cities. 

The yield of ten railroad bonds (reversed). 

During the period 1903-14 these five series moved in 



general together, reflecting speculative activity and 
forecasting the movement of Group B. 

Not quite the same can be said of the period since 
November 1918. The price of twenty railroad stocks, 
also included in this group for the pre-war period, is 
temporarily excluded; owing to government control of 
railroads and the special questions now agitating the 
railroad world, it does not appear at present to contrib- 
ute significantly to the index of general business condi- 
tions. The yield of ten railroad bonds, although shown 
on the chart, is obviously out of line with the companion 
series, owing partly to the considerations affecting rail- 
road stocks, and largely also to the influence of govern- 
ment war bond issues and the great foreign demand for 
American capital. Finally, at the signing of the armis- 
tice, the value of building permits stood at a much lower 



TO 




















® 

1 






















I 
1 






















1 




















Q 


1 






















1 




















^a / 




+ 1 




































<g> 


g§Ts 


/\ 





+2 












© A 


tyf 


ft?" 


rj6\ 




















1 
I 




\ 














IjS) 




1 




\ 


















t 




h 














Jjaf 


1 
1 


















/aTy" 




1 


















4l&f 




4 

1 










(aP 


{tsT^ 


za©zz2 








1 
1 








Q 


\ 


N 










1 
1 




















1 














\D— 


-©r 


-© 




1 
1 






















$ 




/S) 
















1 


-©-' 




\ 






-2 


















\ 














.©' 










. 










g^ 












\ 
\ 










/ 












)jS) 








/ 






















©' 






















P 






















/ 






















/ 




















/ 






















/ 




















ay- 


-©' 


















-4 























Nov. Dec. Jan. Feb. Mac Apr. May June July Aug. 

•4—I9I8— 1919 1 >- 

Chart II. — Corrected Series of the Speculative Group (A). 
(1) New York Clearings, (6) Building Permits, (8) Shares Traded, 
(12) Yield of 10 Railroad Bonds, reversed, (18) Price of Industrials. 
The heavy shaded line represents the average of series 1, 8, and 18. 

level than the remaining series, as a result of government 
restrictions in war time. Ever since it has been rapidly 
recovering, and especially since March it has risen with 
a rapidity unequaled by any other series. 



